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Quality of life as an indicator of public management
performance in the Republic of Kazakhstan

Abstract

We examine quality of life issues in the Republic of Kazakhstan. Based on systematization of theoretical
approaches to the definition of a concept and structure of living standards found in scientific literature and
their critical analysis, we have identified and justified the fundamental structural blocks of the quality of life
as a complex aggregate indicator reflecting the level of development of many areas of a modern person’s
life together affecting the degree of his or her life activity’s efficiency.

Using an extensive range of statistical data and tools of economic and mathematical modeling, we aim to
identify the degree of influence of macroeconomic indicators that characterize certain areas of human life
(healthcare, education, living conditions, security, income level, etc.) on living standards.

Given the above, the central hypothesis of this study is that public management of the quality of life
in the Republic of Kazakhstan can be more effective if it provides a scientifically grounded system of
tools based on the assessment of the quality of life which takes into account both regional and industry
specifics, feedback from the population as a recipient of public services, and is based on the principle of
integration and consistency of state body management decisions.

Results we have obtained imply the existence of a correlation between such quantitative indicators as
natural growth, a number of pension recipients, the Gini coefficient and the quality of life index determined
by qualitative indicators: general life satisfaction of the population and the level of perception of happiness.
Results of the study confirm current trends in the socio-economic development of Kazakhstan, characterized
by income inequality issues in both intersectoral and interregional sections, aggravated against the
background of the global pandemic threat, the recession of a prolonged nature, and other external shocks
and challenges.

Based on the results obtained, the authors conclude that the key causes of socio-economic differentiation
in Kazakhstan are associated with a weak institutional environment and weak performance of formal
institutions. The quality of institutions impacts the process of socio-economic development in a creative
way, including through the formation of an appropriate institutional environment regulating the entire set
of socio-economic relations. This circumstance emphasizes the priority of challenges state management
bodies face in the context of improving the existing institutional environment, which allows determination of
rational behavior boundaries for people and economic entities to optimize and stabilize the socio-economic
development of the state as a whole.

We have developed and proposed a number of suggestions and recommendations for improving the existing
institutional environment and the system of state management, practical implementation of which should
reduce the existing large gap in income levels as the main factor of living standards in Kazakhstan.
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Happiness; Public Administration; State; Institutions
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PaxmeToBa A.

KaHOuaaT eKOHOMIYHUX HayK, Npodecop,

kadeapa eKoHOMIYHOI TeOpii Ta AepXXaBHOro, MiCLEBOIO yrnpaBiHHS,

KaparanHamHcbkuin ekoHOMiIYHWUI yHiBepcuTeT KasnoTpebceotosa, KaparaHaa, Pecnybnika KasaxcraH
Bynewos €.

acnipaHT, kadpenpa eKOHOMIYHOT Teopii Ta AepP>XXaBHOro, MiCLLEBOrO YNpasJliHHS,

KaparaHamHCcbknin ekoHOMIYHMIA yHiBepcuTeT KaanoTpebceotosa, KaparaHaa, Pecnybnika KasaxctaH
FAKiCTb XXUTTS HaceNeHHs K NOKa3HUK e(peKTUBHOCTI AepXXaBHOro ynpaeniHHg B Pecnyoniui KasaxctaH
AHoTauia

Y paHii cTatTi gocniaXytoTbca Npobnemm akocTi XuTTa B Pecnybniui KasaxctaH. Ha ocHOBi npoBeneHoi
cucTemMaTmaaLii TeopeTUYHUX NiaxoaiB A0 BU3HAYEHHS NOHATTA Ta CTPYKTYPU SKOCTI XXUTTS HACENEHHS, Lo
3yCTpiYaloTbCS B HAYKOBIN iTeparypi, i iXx KpUTUYHOrO aHanidy aBTopamMm Oynm iaeHTUGiKOBaHi 1 O6rpyHTOBAHI
OCHOBHi CTPYKTYpPHi 6/10KM SIKOCTi XUTTA K CKJ1IQAHOIro arperoBaHoro nokasHuka, o Bigobpaxae piBeHb
XUTTEQIANBHOCTI.

3a [O0NOMOrold BUKOPUCTAHHA LUMPOKOrO psay CTaTUCTUYHUX OaHUX M IHCTPYMEHTIB €KOHOMIKO-
MareMaTMyHOro MOJENIOBAHHA aBTopaMn Oyno MOCTaBAEHO 3a MEeTy BUSIBUTU CTyMiHb BIIMBY
MaKpPOEKOHOMIYHMX NOKA3HUKIB, L0 XapakTePU3YIOTb OKpPeMi chepun XUTTS JIogUHN (OXOPOHa 340P0B’ A,
OCBITa, XUTNOBiI yMOBU, 6e3reka, piBeHb J0OX0/AiB TOLLO) Ha AKICTb XUTTS.

OTpumaHi pesynbTati A03BOAWAN 3p0OUTM BMCHOBOK MPO iCHYBAHHA KOPENSALIMHOI 3aneXHOCTi Mix
TakKUMM KilbKICHUMM NOKa3HMUKaMM, K IPUPOLHUIA NMPUPICT HACENEHHS, YUCENBHICTb O4EPXYBayiB NEHCIN,
kKoediuieHT IKuHi, Ta iHOEKCOM SKOCTI XMUTTS, SKNIA BUSHAYAETbLCS AKICHUMM MOKa3HNKaMu, — 3aJ0BOJIEHICTIO
HaCesIeHHS CBOIM XUTTSAM Y LiIOMY Ta PIBHEM CIPUAHATTS WACTS.

Pesynbtath npoBegeHOro AOCAIOKEHHS MIATBEPOXXYIOTb TEHAEHUji, WO CcKianmcd B CcoujajibHO-
€KOHOMIYHOMY PO3BUTKY KazaxcTaHy, ki xapakTepu3yoTbCs NPobiemMamMmn HepiBHOCTI AOX04iB HACENIEHHS B
Mi>Xrany3eBoMy Ta MixXperioHanbHOMY po3pi3ax, Lo NOCUIoITLCS Ha Ti CBITOBOT NaHAeMi4HOT Hebe3neku,
yepes3 NPOJSIOHFOBaHUN XxapakTep PELLECIi Ta iHLLI 30BHILLHI LUOKU 1 BUKITUKNA.

Ha ocHOBIi 0TpuMaHmMx pe3ynbTartiB i NIOPIBHAHHA KazaxcTaHy 3 psaaom po3BuHeHnx KpaiH (L Beuia, Hopserig,
Hanis Ta LUBenuapisa) aBTopamMn 3p06AEeHO BUCHOBOK, LIO KJ/IOYOBI MPUYMHU COLLiafibHO-EKOHOMIYHOI
andepeHujalji B KazaxctaHi noB’a3aHi 3i CnabkuM iHCTUTYLIOHANIbHUM CepeaoBULLEM i HU3bKOIKO SIKICTIO
dopManbHUX IHCTUTYTIB. ABTOpaMmn po3pobiieHo psg, NPono3unLLii i pekoMeHgauili Wono BAOCKOHAIEHHS
IHCTUTYLLINHOrO cepenoBuLLa Ta YMHHOI CUCTEMMW OEPXaBHOMO YNpaBJiiHHA, NpakTU4Ha peanisauisa akux
[03BOMINTb CKOPOTUTU HASIBHUIA 3HAYHWI PO3PUB Y PIiBHI AOXOAIB HACENEHHS, LLO BUCTYNae OCHOBHUM
YMHHWUKOM SIKOCTI XUTTS Ka3axCTaHLIB.

Knio4oBi cnoBa: sKiCTb XXUTTS HACENIEHHS; HEPIBHICTb A0X0AIB; 3aJ0BOJIEHICTL XUTTAM; LLLACTS; NPUPOAHUIA
NPUPICT HaCEeNeHHs; Aep>KaBHe YNPaBiHHS; iIHCTUTYTH.

PaxmeToBa A.

KaHonaat aKOHOMMYECKMX Hayk, Npogeccop,

Kadeapa 3KOHOMNYECKON TEOPUN N FOCYAAPCTBEHHOIO, MECTHOIO YNPaBAEHUS,

KaparanHamHckmini akoHoMuyeckmin yameepcuteT Kasnotpebcotosa, Kaparanoa, Pecnybnuka KazaxctaH
BypnewosE.

acnupaHT, kadegpa 3KOHOMMYECKOW TEOPUUN U FOCYAAPCTBEHHOIr0, MECTHOIO YNpaBneHus,
KaparaHoMHCKniA 9KOHOMUYeckuii yHmBepcuTeT Kaanotpebcotosa,

Kaparanpa, Pecnybnuka KazaxcrtaH

KayecTBO XXM3HU HacesieHns Kak nokasaresnb 3P PeKTUBHOCTU

rocypapcTBeHHoro ynpaeneHus B Pecnyonuke KasaxcraH

AHHOTauus

B paHHOM cTatbe uccnemyloTcs npobnembl kayecTtBa Xm3Hu B Pecnybnuke KaszaxctaH. ABTopamun Ha
OCHOBE MPOBEAEHHON CUCTEMATU3ALMN TEOPETUYECKMX NOOXOA0B K OMPeneneHno NOHATUS U CTPYKTYpbI
KayecTBa XWU3HW HacesieHnsl, BCTPEeYalOLLMXCA B HAy4YHOW nuTepartype, U UX KPUTUHECKOro aHanmsa Obiim
naeHTUGMUMPOBaHbI 1 060CHOBaHbLI OCHOBOMOAraloLMe CTPYKTYPHbIE B10KN Ka4ecTBa XXM3HM Kak CIIOXKHOro
arperMpoBaHHOro Mnokasarens, OTpaKaloLlero YPOBEHb PasBUTUS MHOMMX Chep XU3HW COBPEMEHHOIO
YyenoBeka, B COBOKYMHOCTU BANSIIOLLMX Ha CTeneHb 3OMEKTUBHOCTU €0 XN3HEOEATENIbHOCTU.

MocpencTtBOM KMCMNOSIb30BAHMSA OOWMPHOro psga  CTaTUCTUYECKUMX OaHHbIX W MHCTPYMEHTOB
3KOHOMMKO-MaTeMaTn4eCckoro MoOeNnpoBaHMa aBTOpaMuM MOCTaBfieHA UeNb BbIABUTb CTEMNeHb
BIVAHMNA MAKpPO3KOHOMMYECKNX MoKa3aTenemn, xapakTepusyloLwmnx oTaeNbHble cdepbl XM3HU YenoBeka
(3apaBooxpaHeHne, oOpa3oBaHMe, XUNULLHbIE YCNOBUS, 6€30MacHOCTb, YPOBEHb AOXO40B W Ap.) Ha
Ka4eCTBO €ro XX13HMW.

lMonyyeHHble pe3ynbTaTbl NO3BOAUAN CAENATb BbIBOA, O CYLLECTBYIOLLEN KOPPENSALNOHHON 3aBUCUMOCTU
Mexay TakKMMKn KONMYeCTBEHHbIMM MoKasaTesnsiMum, Kak eCTECTBEHHbIN NPUPOCT, YACTIEHHOCTb NosyyaTtenen
neHcun, KoapPUUNEHT I>KNHN, N NHOEKCOM KayecCTBa >XU3HW, KOTOPbIN ONpeaensieTcs Ka4eCTBEHHbIMU
nokasarensiMu, — yOoOBJIETBOPEHHOCTbIO HACENEHUS CBOEW XM3HbID B LESIOM U YPOBHEM BOCMPUATUSA
cyacTbs.

Rakhmetova, A., & Budeshov, Ye. / Economic Annals-XXI (2020), 184(7-8), 133-153

134



ECONOMIC ANNALS-XXI
DEMOGRAPHY, WORKFORCE ECONOMY, SOCIAL AND ECONOMIC POLICY

Pe3ynbTatbl NpoOBEAEHHOr0 UCCrefoBaHUs U cpaBHeHUs KasaxctaHa C pagoM pas3BUTbIX CTpaH
(LUBeumna, Hopeerua, Janna v LWeenuapuna) noarsepxnaoT CNOXMBLUMECH TEHAEHUMUN B COLMANbLHO-
9KOHOMMYECKOM pa3BuTUK KaldaxcTaHa, xapakTepu3aylowmecss npobnemamMm HepaBeHCTBa AOXOLOB
HacesieHNs1 B MeX0Tpac/ieBOM U MeXPEernoHaabHOM paspesax, yeyryonsiowmmmcsa Ha GoHe MUpPOBOIA
NaHOEMUYECKON OMacHOCTU, MPOSIOHIMPOBAHHOIO XapakTepa peueccum 1 nNpoYux BHELIHUX LLIOKOB U
BbI3OBOB. Ha OCHOBE MoJsly4eHHbIX Pe3yNLTaTOB aBTOpamMm caenaH BbiBO4 O TOM, HTO KJIIOYEBbIE NPUYUHBI
coumanbHO-3KoHOMUYeckon aguddepeHumaumn B KazaxctaHe cBs3aHbl CO C1adoii MHCTUTYLMOHA IbHOW
Cpenon U HU3KNM Ka4eCTBOM pOpMasibHbIX MHCTUTYTOB.

B 3aknioyeHne asTtopamm paspaboTaH psn NPeanoXeHWn U PekoMeHAAUM MO COBEPLUEHCTBOBAHMUIO
CYLLECTBYIOLLEN NHCTUTYLIMOHANBLHOW Cpenbl N OENCTBYIOLWEN CUCTEMbI FOCYAAPCTBEHHOIO yNpaBneHus,
npakTuyeckas peannsawms KOTOPbIX NO3BOSINT COKPATUTb CYLLECTBYIOLMIA 3HAYUTEbHBI Pa3pbIB B YPOBHE
[0X00B HaceneHus, KOTOPbIN BbICTYyNaeT OCHOBHbIM (pakTOPOM KayeCTBa XU3HW Ka3axCTaHLEB.
KniouyeBble cnoBa: KayeCTBO XW3HW HACEeJSIeHUs; HEPaBEHCTBO [0XO0A0B; YOOBIETBOPEHHOCTb CBOEN
>KM3HbIO; CHACTbE; ECTECTBEHHbLIN NPUPOCT HACESIEHWUS; FOCYAAPCTBEHHOE yrpaBieHE; UHCTUTYTHI.

1. Introduction

In today’s world, the main task of the organs of state sovereignty is provision of positive effects
of appropriate administrative structures on economic and institutional processes in the country,
which should be reflected by appropriate indicators of socio-economic development, and de-
termine the performance of state management focused on providing high living standards. As a
rule, defining a universal methodology for assessing the effectiveness of public administration is
a complicated task, namely, a model that will simultaneously cover such important aspects of hu-
man life as health, education, employment, income, living conditions, ecology, satisfaction with
social relations, security, and other living standards.

The scale and diversity of the notion «quality of life» determine the variety of approaches to its
assessment. State statistics bodies, research institutes and various international expert organi-
zations, as well as both foreign and domestic scientists devote their works to the assessment of
main living standard indicators. The differences in existing methods for living standards assess-
ment manifest themselves in such issues as: selecting the range of indicators of quality of life,
their measurement, the choice of methods and models of assessment for obtaining a genera-
lized value judgment about the quality of life of an individual, group of people, a particular region
or country as a whole.

Every year, the tasks of improving the performance of public administration for better quality
of life of the population are becoming increasingly important in various countries. However, there
are no universal models optimal for use by all countries. Due to this, each state develops its own
model for assessing the performance of socio-economic development management aimed at im-
proving the quality of life with a certain set of parameters and taking into account national circum-
stances and priorities.

According to the report for 2017-2019, Kazakhstan took the 50" place in the ranking among
153 countries, dropping by 6 places (44" place back in 2008-2012). The following six indicators
serve as the decisive factors in determining the state’s position in the rating: GDP per capita, so-
cial assistance, life expectancy, personal freedoms of citizens, their generosity, and attitude to-
wards corruption. In 2019, the top 10 happiest countries in the world were as follows: Finland, Den-
mark, Norway, Iceland, the Netherlands, Switzerland, Sweden, New Zealand, Canada, and Aus-
tria. Finland has been a leader for several years now. Experts believe that the Finns’ recipe for hap-
piness lies in the attitude of people to both their own lives and the lives of their fellow citizens: wil-
lingness to pay high taxes to guarantee their own social security; public confidence in the govern-
ment, which does not restrict the freedom of citizens for their own benefit; permanent monitoring
of feedback in the context of «public authorities-service recipient» and responsiveness to inco-
ming requests (Helliwell et al., 2020).

Unfortunately, to this day, Kazakhstan cannot offer a recognized and practically used concep-
tual approach to assessing and managing the quality of life. However, as per the best interna-
tional practices of governance mechanisms having a substantial positive impact on the course
of socio-economic processes taking place in the country, the modern paradigm of the state ma-
nagement system is based on the principle of integration of the main socio-economic policy di-
rections. In addition, the systematic nature of the «quality of life» indicator should be reflected in
the relevant indicators of socio-economic development and form the basis for the activities of the
authorized state body that conducts and is responsible for monitoring, controlling and planning
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the quality of life index in the Republic of Kazakhstan, which unequivocally emphasizes the re-
levance of the research topic.

2. Brief Literature Review

Over the centuries, the efforts of representatives of foreign and domestic scientific schools
would gradually form and develop a steady trend of deepening theoretical ideas about various
aspects of human life, starting with the characteristics of individual aspects of human living con-
ditions, through the concepts of wealth, welfare, and living standard, and finally to the under-
standing, perception and recognition of the concept of quality of life. Such scientists as A. Smith,
F. Quesnay, M. Weber, E. Durkheim, L. Walras, J. Keynes, and K. Marks, etc. have laid the founda-
tions for the emergence of a concept of quality of life.

In particular, one of the major representatives of classical political economy, a Scottish eco-
nomist and philosopher Adam Smith, in his work «An Inquiry into the Nature and Causes of the
Wealth of Nations», has justified the dependence of a social welfare level from correlation bet-
ween consumption of the annual product needs of consumers, the proportion of the population
engaged in productive labor, and labor productivity. In his opinion, the greater the ratio between
the number of products consumed and the population of the country, the higher the level of ma-
terial well-being (Magomayev, 2006).

Particularly noteworthy in laying theoretical foundation with the economic understanding of so-
cial issues are the representatives of Keynesian school, which divides income into consumption
and savings, and reveals the motives of cost containment and the main regulatory role in raising
incomes given by the state. According to J. M. Keynes, by no means always individual rational ac-
tions lead to a corresponding result at the social level, since there is another superindividual ra-
tionality (Nagimova, 2010).

The Marxism-Leninism classics would consider the concepts of «welfare» and «standard of li-
ving» almost synonymous. The concept of «standard of living» was first introduced by K. Marx in
lecture series «Value, Price and Profit», in which he considered it as a socio-economic characte-
ristic of the level and degree of satisfaction of material, spiritual and social needs of the popula-
tion, individual territories, strata and social groups, families and individuals. In his understanding,
the standard of living is basically determined by the level of development of material production,
the service sector, and the economy as a whole, and unlike the classical school, he goes to con-
sider consumption beyond the boundaries of labor and the need to predict future consumption re-
lations (Magomayev, 2006).

In turn, the term «quality of life,» as a concept that comprehensively characterizes the living
conditions of a person, begins to be used in scientific circulation with the appearance of «The Af-
fluent Society» by the American economist J. Galbraith in 1958. The author points out that «in a so-
ciety where people are hungry, sick and poorly dressed, the most important task of the economy
is to increase income.» (Galbraith, 1958).

In today’s world, interpretation of the definition of «quality of life» is increasingly used in the
analysis of not only purely economic, but also social, institutional, demographic, and political
processes. The variety of knowledge areas that operate with the concept of «quality of life,»
and the differences in the goals of scientific research have given rise to a large number of ap-
proaches to determining the structure of the living standards, their conceptual and structural
models.

When determining international indices (namely Human Development Index, Better Life In-
dex, Quality of Life Index, Satisfaction with Life Index throughout the world, Happy Planet
Index, etc.) by such authoritative international rating agencies as the United Nations Deve-
lopment Programme (hereinafter referred to as UNDP), the Statistical Office of the European
Union (Eurostat), the Organization for Economic Cooperation and Development (hereinaf-
ter OECD), and quality of life indicators proposed by various foreign and domestic authors,
based on various methodological developments, the following three conceptual approaches
to measuring the quality of life are distinguished: objective, subjective, and integral. Let us
consider them.

1. So, among objective approaches to measuring the living standards we would like to high-
light the study by a group of domestic scientists R. Kuzembekova, A. Sadvakassova, M. Iskak-
bayeva, who based the correlation and regression analysis on such basic socio-economic factors
affecting the living standards of the Republic of Kazakhstan as: investment in fixed assets, nominal
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income of the population, the number of people employed in the economy, the volume of pub-
lic services, the consumer price index, and business loans. The authors come to the conclusion
that the determining factor of life satisfaction is the degree of satisfaction of their material needs
through income, and propose to assess living standards through the degree of satisfaction of the
population needs in three components: the decent life of the population (financial regulation), the
healthy lifestyle and comfort, and providing quality public social services (Kuzembekova, Sad-
vakassova, & Iskakbayeva, 2013).

Another group of Kazakh scientists led by G. N. Nyussupova took social features as key indi-
cators of the population’s life (including education, science and innovation, healthcare, culture,
security, living conditions, social infrastructure, social security, leisure and recreation), based on
which they calculated integral indices by linear scaling in dynamics for the period of 1999-2017.
Based on the results obtained, scientists have carried out a typology of Kazakhstan regions ac-
cording to the social block of the living standard level (Nyussupova et al., 2019).

According to the Russian scientist A.l. Rossoshansky, the most statistically significant fac-
tor affecting the quality of life is the indicators of economic growth, housing construction, infra-
structure development and cultural characteristics. He constructed a multiple regression mo-
del based on panel data, which revealed the correlation interdependence between the quali-
ty of life index and a number of indicators that characterize the economic and social develop-
ment of Russian regions grouped on the basis of similar characteristics. The advantages of this
method are as follows: a small number of statistical indicators with their high reliability, content
and information availability, the absence of expert assessments and unjustified weight factors
(Rossoshanskii, 2016, 2018).

An interesting approach is that of another Russian author, A. A. Mironenkov, who uses the
Pareto analysis to study the living standards in Russian regions. This method, according to the
author, allows comparison of regions with the ability to apply ordinal data, that is, for any varia-
bles, only their order is known and the exact values for each region are not given. In addition, the
algorithm is undemanding to computing power and does not require expert assessments (de-
void of subjective intervention from the researcher), except for the selection of research varia-
bles (Mironenkov, 2020).

2. Dorota Weziak-Biatowolska uses a different, subjective approach to assessing the quality
of life in her scientific paper, which studied various aspects of living standards in European cities
using survey data potentially related to life satisfaction in the city as follows: availability of services,
environment and social aspects in cities; socio-demographic factors; characteristics of the city,
such as economic development, labor repression, size, location, quality of institutions and secu-
rity. The results have shown that urban life satisfaction varies significantly both within cities and
across Europe. Dissatisfaction with public transport, cultural facilities, availability of retail outlets,
green spaces, air quality, people’s trust, public administration and administration performance
have contributed significantly to dissatisfaction with life in the city. However, when citizens would
feel safe and satisfied with their place of residence, they were more likely to feel satisfied (Weziak-
Biatowolska, 2016).

Subjective nature can be traced in the research by Russian scientists T. V. Morozova,
R. V. Belaya, and S. G. Murina, who propose a system of private and integral indicators to as-
sess quality of life based on individual perception of socio-economic well-being, as well as the
integral index, i.e., efficiency of social institutions that reflect the effectiveness of the existing
social institutions aimed at improving or maintaining the living standard level. They believe the
efficiency rate of social institutions, while describing the quality of a society from the stan-
dpoint of efficiency of social institutions formed in it, also reflects the performance of state
administration bodies in formation of civil society and improving the quality of life (Morozova,
Belaya, & Murina, 2013).

3. As part of the integral approaches to assessing the quality of life, we would like to highlight
the study by a group of authors led by O. A. Kozlova, who proposed a methodological approach
that combines the assessment of objective living standards indicators and subjective assess-
ments of local population, which, in their opinion, allows a more adequate assessment of living
standards in each specific region. The study has shown that formation of both objective and sub-
jective assessments allows not only assessing the real situation in the region, but also to identi-
fy and assess the reasons that require increased attention from the authorities when making ma-
nagement decisions to improve the quality of life in the region (Kozlova et al., 2015).
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Also noteworthy is the study of foreign authors O. Lobont, S. Vatavu, O. Glont, and L. Mihit, who
assessed the living standards in the European Union countries by using a consolidated (integral)
indicator of government quality and citizen well-being with an emphasis on both objective (eco-
nomic indicators related to GDP: employment level, ratio of public investment and spending on
social protection) and subjective (those related to social aspects: trust in EU institutions and qua-
lity of life) measurements. The researchers have applied multivariate analysis using principal com-
ponent analysis, which converts a set of correlated variables into a set of linear and uncorrelated
variables, and thus identified variance in the data set using linear combinations of the original da-
ta. According to the authors’ definition, «the quality of life is how a person evaluates or values life
in general. This indicator is designed to give interviewees a broader and more reflective assess-
ment. Itis notintended to represent their emotional state, butis a reflexive judgment on the level of
overall life satisfaction (financial situation, living conditions, workplace, environment, leisure and
social life). The indicator reflects the percentage of respondents who showed a high level of life
satisfaction.» (Lobont et al., 2019).

The scientists M. Kobus, O. Pétchtopek, and G. Yalonetzky, when assessing the living stan-
dards, one should pay attention to methods suitable for non-income indicators (beyond GDP per
capita). The authors present data on the ranking of OECD countries in terms of well-being and
inequality in education and happiness. As non-income parameters, they chose education and
life satisfaction (Kobus, Potchtopek, & Yalonetzky, 2019).

Due to the growing interest among politicians in developed countries in a more complete
measurement of the quality of life than with the help of GDP per capita statistics, the Nobel
Prize winners in Economics, J. Stiglitz, A. Sen, and J. P. Fitoussi in their 2008 study have pro-
posed a comprehensive review of the shortcomings of GDP as an indicator of social well-being.
They drew attention to the fact that GDP does not consider economic inequality or effects of
economic decisions on the environment compared to the notion of «quality of life» as a broa-
der concept of life than economic production. The authors believe the quality of life depends
on people’s health and education, their daily activities (which include the right to decent work
and housing), their participation in the political process, the social and natural environment in
which they live, and factors that determine personal economic security. Measuring all these
parameters requires both objective and subjective data. Quality of life indicators in all areas
should fully cover inequality. Inequality in the status of people is an integral part of any as-
sessment of the quality of life across countries and its development over time (Stiglitz, Sen, &
Fitoussi, 2016).

The authors Alex C. Michalos and P. Maurine Hatch have ranked 105 countries on twenty one
indicators using the following four objective indices: the Human Development Index (HDI), the
Weighted Index of Social Progress (WISP), the Social Progress Index (SPI), the Sustainable So-
ciety Index (SSl), and one subjective index, the World Happiness Survey (WHS), to create overall
indicators of quality of life, including the number of Healthy Life Years (HLY), to determine the cor-
relation between indices. A large part of correlations has increased when they used the Gini coef-
ficient to create general indices of quality of life based on equality ofincome. Having combined the
results, the authors arranged the countries in order from best to worst. Switzerland, Norway, Ice-
land, Australia, Finland, the Netherlands, Slovakia, Belgium, Sweden and Denmark made the top
ten (Michalos & Hatch, 2019).

Thus, the analysis of existing scientific points of view found in the scientific literature in this
area indicates that the quality of life is not only a reflection of the actual living conditions of
the population, but also a generalized indicator of the public administration performance.
However, despite the depth and completeness of previously conducted scientific research
in the context of the assessment of quality of life, the modern conditions of socio-economic
development of Kazakhstan determine the practical significance of formation and use of inte-
gral index of quality of life, which will be determined by the needs of the population in conformi-
ty with socially necessary requirements, and level of national happiness. We believe the advan-
tage of this approach is that in addition to the results of macroeconomic indicators, it can con-
sider public opinion (as an element of feedback from state bodies with the service recipient),
which will contribute to further development and implementation of fundamentally new strate-
gies for effective socio-economic policy based on targeted support for each population group,
taking into account its needs, and thereby allowing public authorities to more effectively ad-
dress the issues of poverty and income inequality, to identify patterns of changes in indicators
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and links between them in program documents, to form a correct idea of development priori-

ties, to share responsibility for everything that happens in a particular territory and to improve

the living standards in the country.

Given the above, the central hypothesis of this study is that state control of the living standards
in the Republic of Kazakhstan can be more efficient should it provide scientific system of tools
based on the assessment of quality of life, taking into account regional and industry specifics,
feedback with the population as the service recipient, and the principle of integration and consis-
tency of administrative decisions by public authorities.

The proposed hypothesis allows us to formulate the following issues, which we will address with
the help of correlation and regression analysis:

1) What is the dynamics of average values of the population’s life satisfaction in the context of re-
gions, locality types, gender and age groups?

2) Is there a relationship between the (quantitative) indicator of natural population growth and
such (qualitative) indicators as: satisfaction with the state of their health and the cost of health
services, satisfaction with their financial and economic situation of the family, the ability to inde-
pendently purchase housing and state support in the purchase of housing?

3) What macroeconomic indicators that characterize the socio-economic development of the Ka-
zakhstan regions have an impact on the quality of life index (hereinafter referred to as the QLI),
which is determined by life satisfaction indicators and the level of perception of happiness, and
acts as the resulting dependent variable?

3. The purpose of this study is to identify existing issues and the degree of public admi-
nistration’s performance, and to propose priority directions of their solution in the Republic of
Kazakhstan based on the analysis of individual groups of indicators for assessing the quality of
life, which determine the factors that have a complex impact on the regional living standards,
and using mathematical modeling methods.

4. Research Methodology

To confirm the proposed hypothesis, we have developed an economic and mathematical mo-
del within the framework of this scientific study. The novelty of the proposed author’s approach to
the construction of this model is in the use of an integral approach to measuring the living stan-
dards based on identifying the dependence of resulting QLI indicators on both quantitative and
qualitative data.

For economic and mathematical modeling, we used correlation and regression analysis of
panel data and constructed a linear regression model, transparent and interpretable for ana-
Iytics. It allows us to describe the results of the study using sufficiently accurate linear models
based on processing a large set of data.

The choice of panel data stemmed from the following advantages:

+ Presence of a large number of observations increases the number of degrees of freedom, ul-
timately reducing the dependence between the explanatory variables, and therefore the stan-
dard errors of estimates;

+ Ability to analyze a large number of economic issues that cannot be allocated to time sequen-
ces and spatial data separately;

 Prevention of aggregation bias, which inevitably occurs when analyzing both time sequences
and cross-sectional data;

+ Ability to track the individual evolution of the characteristics of all studied objects over time;

+ There is no need to search for «good» tools when assessing models with endogenous regres-
SOrs;

« Ability to avoid specification errors arising from non-inclusion of essential variables in the mo-
del (Ratnikova, 2006).

Figure 1 is a graphical representation of the logic and structure of the model construction.

We have performed graphical representation of interdependencies and data analysis using Mi-
crosoft Excel sets of mathematical and statistical functions and tools, based on quantitative (sta-
tistical) and qualitative (64 observations of survey data among 12,000 households) indicators of
the Bureau of National Statistics of the Agency for Strategic Planning and Reforms of the Republic
of Kazakhstan for 2015-2019 (except for 2016) by regions (Agency for Strategic Planning and Re-
forms of the Republic of Kazakhstan, 2020).
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Figure 1:
Logic and structure of the ongoing econometric research
Source: Compiled by the authors

5. Results

1. To assess the living standards in the Republic of Kazakhstan, we selected 45 main macro-
economic indicators in the context of 16 regions (Akmola, Aktobe, Almaty, Atyrau, West Ka-
zakhstan (hereinafter - WKR), Zhambyl, Karaganda, Kostanay, Kyzylorda, Mangistau, South
Kazakhstan (hereinafter - SKR), Pavlodar, North Kazakhstan (hereinafter - SKR), East Kazakh-
stan (hereinafter - EKR), cities of Nur-Sultan and Almaty), each of which has an equivalent cha-
racter and has no absolute priority over the others. The list of main indicators and their reference
values are presented in Table 1.

For the first stage, we have correlated quantitative indicators in absolute value with the regio-
nal population, and normalized them. After that, we have changed certain initial numerical values
using the following scaling formula for graphical representation in the dynamics of the selected
indicators:

m=—, (1)
10m

where:
a is the primary numeric data; and
nis the number of integer digits of the number a (number of zeroes up to the significant digit).

The paper assumed the presence of algebraic (polynomial) dependencies between the indi-
cators. Existence of such a relationship suggests that there are correlations between these da-
ta. Therefore, the next step was to analyze correlations between the 30 quantitative indicators we
have selected (Table 2). Correlation dependence of the values x and y is characterized by the va-
lue of the correlation coefficient Ty the values of which fall in the interval [-1; 1]:

_ _2x=Hy-y) 2
Y = Faaroar )
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where:
x and y and are the means of samples.
The correlation coefficient shows the tightness of a linear coupling of X and y as well:
* the closer T is modulo 1, the more significant the dependence is, and
* the closer Ty is modulo 0, the greater is the independence.

Table 1:
A list of quantitative indicators to measure the quality of life and their legend
Quality of life criteria Statistical indicators Legend
Natural increase (decrease), people g_hcl
Health care - hc Number of doctors of all specialties, thousand people g_hc2
Life expectancy at birth, years g_hc3
Secondary education coverage, % g_edul
Education - edu Higher education coverage, % gq_edu2
Public expenditure on education, million tenge g_edu3
Gross regional product, million tenge g_incl
Gini coefficient by 10% (decile) groups, index g_inc2
I . Minimum subsistence level on average per capita, tenge per year on average qg_inc3
ncome - inc - — -
Number of pension recipients, people g_inc4
Average monthly pension, tenge g_inc5
Average monthly salary, tenge g_incé
Employed population, people q_empli
Employment - empl Self-employed workers, people q_empl2
Unemployed population (aged 15 years and older), people q_empl3
Total area of commissioned residential buildings, sg. m q_lcl
Number of apartments in commissioned residential buildings, units g_lc2
Living conditions - lc Total area of housing stock, thousand m2 q_lc3
Private investment in housing construction, thousand tenge q_lc4
Total investment in housing construction, thousand tenge q_Ic5
Supply of housing per resident, m2 q_lc6
Atmospheric pollutant emissions from stationary sources, per capita, kg q_ecol
Ecology - eco - -
Environmental protection costs, thousand tenge q_eco2
Safety - saf Crime rate, per 10,000 population q_safl
Number of road accidents per 100,000 population, units q_saf2
Digitalization - dt Percentage of internet users aged 6-74 years, % g_dt1
Number of computers connected to the internet, units q_dt2
Electricity production, thousand kWh g_infrl
Infrastructure - infr Heat generation by heat supply sources, thousand kwh. gcal g_infr2
Thermal energy consumption, thousand gcal q_infr3

Source: Compiled by the authors based on data from the Bureau of National Statistics of the Agency
for Strategic Planning and Reforms of the Republic of Kazakhstan (2020)

Table 2:
Results of paired correlation coefficients of macroeconomic indicators
for the Republic of Kazakhstan for the period of 2015-2019

Source: Calculated by the authors based on quantitative data of the Bureau of National Statistics of the Agency
for Strategic Planning and Reforms of the Republic of Kazakhstan (2020)
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As the results show, the correlation between quantitative indicators is quite pronounced, es-
pecially for those belonging to the same group. This circumstance can be explained by the up-
ward movement of macroeconomic indicators for the period under study and the progressive
development of the country as a whole. For example, over the past 5 years, the value of life ex-
pectancy has increased by almost 2 years, reaching 73 years in 2019; the rate of coverage with
higher and postgraduate education increased by 1.5 times over the same period (from 48.4% in
2015 to 67% in 2019); indicators of total investment in housing construction and environmental
protection costs increased by almost 2 times, and in 2019, amounted to 1,475.5 and 420.4 bil-
lion tenge, respectively; such indicators as the unemployment rate (from 5.1% to 4.8% by 2019)
and crime per 10,000 population (from 221 to 132 units by 2019); and the level of computer and
digital literacy of the population aged 6 years and older increased by 15.6% and 11.6% (89.8%
and 79.9% in 2019) over the period under review.

Despite the dynamics of these and other quantitative indicators that demonstrate the econo-
mic and social progress in developing countries, quality indicators characterized by the data of
the annual survey «Quality of life of the population» present the opposite trend in socio-economic
satisfaction (Figure 2). As seen from the chart, 13 of 14 indicators show a negative trend in 2019
compared to 2015. In particular, the indicator of satisfaction with the availability of public health
services for the same period decreased by 9.2% in 2019, and amounted to only 38.4%. Com-
pared to 2015, level of satisfaction with the quality of public health services and with the quality
of housing decreased by 7.1% and 7.2% in 2019, amounting to 32.8% and 51.3%, respectively.
Also, the indicator of life satisfaction as a whole dropped by 3.4%. The only indicator with a po-
sitive trend over the period under review (with an increase of 8.2%) is the indicator of satisfaction
with own financial situation. We feel important to note that despite the positive trend of this indi-
cator, its level remains quite low (37.3% in 2019).

In this regard, we have attempted to determine the influence of quantitative data on qualitative
data by means of correlation and regression analysis.

Figure 2:

Dynamics of qualitative indicators of living standards in Kazakhstan for 2015-2019, %
Source: Calculated by the authors based on primary data collected with the survey
«Quality of life of the population» by the Bureau of National Statistics
of the Agency for Strategic Planning and Reforms of the Republic of Kazakhstan (2020)

Rakhmetova, A., & Budeshov, Ye. / Economic Annals-XXI (2020), 184(7-8), 133-153

142



ECONOMIC ANNALS-XXI
DEMOGRAPHY, WORKFORCE ECONOMY, SOCIAL AND ECONOMIC POLICY

2. We have analyzed qualitative indicators based on results of a sample survey performed
among 12,000 households (respondents) on the annual survey «Quality of life of the population»
for 2015-2019 conducted by the Bureau of National Statistics of the Agency for Strategic Plan-
ning and Reforms of the Republic of Kazakhstan. The authors chose to keep only those ques-
tions of the study period questionnaires that coincided with the blocks of quantitative indicators.
Table 3 shows the encoding of the matching 29 questions (Agency for Strategic Planning and
Reforms of the Republic of Kazakhstan, 2020).

The questionnaire data was supplemented with such indicators as «age group,» «gender,» and
«region» (Table 4). We have averaged the values of qualitative indicators (by respondents) for each

region:
+X3+X3+..+
xavg — (x1+x, fl3 Xn) , (3)
where:

x,is the value of a respondent i indicator;

nis the number of respondents in the region.

Table 4 shows that despite the growth of such macroeconomic indicators as the average
monthly size of assigned pensions, the average monthly salary decreases with an increase in
the age of the quality of life index. With age, population assesses the QLI lower than younger
ones. Also, noteworthy are the observations of high assessment of the QLI by rural residents
compared to the city. Men rate QLI significantly higher than women. From 2015 to 2018, the ave-
rage life satisfaction of the population of the country tends to decline. Only in 2019, compared
to the previous year, this indicator increased by 0.2 points and reached 7.69 points, which is the
level of 2017 (Table 5).

Representative data of Table 5 determine the highest mean values of QLI in the regions with
a high level of income (Atyrau, Aktobe and Mangistau regions) and in the regions with a low
level of income (Kyzylorda and Zhambyl regions). We feel necessary to note the lowest values
of QLI in the industrially developed regions (Akmola, Karaganda, Kostanay regions, NKR and
EKR). In the cities of national significance Nur-Sultan and Almaty (with a high level of income),

Table 3:

Encoding of matching questions from the questionnaires of the «Quality of life

of the population» poll in the framework of national statistical observation conducted
in the Republic of Kazakhstan for the period of 2015-2019

No. Questions Code
1 How satisfied are you with your health? hcl
2 How satisfied are you with the cost of public health services? hc2
3 How satisfied are You with the quality of public services in the health sector? hc3
4 How satisfied are you with the availability of public health services? hc4
5 How satisfied are you with the cost of private health services? hc5
6 How satisfied are you with the quality of private health services? hcé
7 How satisfied are you with the availability of private health services? hc7
8 How satisfied are you with the quality of pre-school education services? edul
9 How satisfied are you with the quality of general secondary (school) education services? edu2
10 How satisfied are you with the quality of secondary vocational (special) education services? edu3
11 How satisfied are you with the quality of higher and postgraduate education services? edu4
12 How satisfied are you with the availability of pre-school education services? edu5
13 How satisfied are you with the availability of general secondary (school) education services? edu6
14 How satisfied are you with the availability of secondary vocational (special) education services? edu?7
15 How satisfied are you with the availability of higher and postgraduate education services? edu8
16 How satisfied are you with your financial situation? incl
17 How satisfied are you with the economic situation of your family (household) as a whole? inc2
18 How satisfied are you with your professional skills? empll
19 How satisfied are you with the quality of the housing you reside in? Icl
20 How do you assess your ability to purchase housing independently? Ic2
21 How do you assess the state's support in providing you with housing? Ic3
22 Rate the satisfaction with the situation in the place of your stay: cleanliness adjacent to the housing area. ecol
23 Rate the satisfaction with the situation in the place of your stay: cleanliness of the air. eco2
24 Please rate the satisfaction with the situation in your community: quality of drinking water. eco3
25 How confident are you in your own theft security? safl
26 How confident are you in your own fraud security? saf2
27 How confident are you in your own corruption security? saf3
28 How satisfied are you with your life in general? Ls1
29 How happy do you think you are? Ls2

Source: Compiled by the authors based on data from the Bureau of National Statistics of the Agency
for Strategic Planning and Reforms of the Republic of Kazakhstan (2020)
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the quality of life index values are below average. In view of this, we have constructed correla-
tion matrices that reflect possible relationships between quantitative and qualitative indicators.
Due to the large data set, Table 6 shows mean (from 0.5 to 0.7) and high (from 0.7 to 0.9) cor-
relation of coefficients.

As seen from Table 6, quality of life index calculated by the indicators Ls1 and Ls2 positive-
ly correlate both with each other and with the indicators inc1 and inc2. It does not correlate with
other qualitative indicators. However, after averaging the qualitative indicators to the regions,
the correlation of Ls1 and Ls2 with the most of qualitative indicators became significant, which
can be explained by a significant smoothing (a trend when averaging 12,000 numerical values of

Table 4:
Mean values of the poll «Quality of life of the population» by age groups, locality and gender
for the period of 2015-2019 conducted in the Republic of Kazakhstan

Source: Calculated by the authors based on primary data of the poll «Quality of life of the population»
(Agency for Strategic Planning and Reforms of the Republic of Kazakhstan, 2020)

Table 5:
Dynamics of mean values of life satisfaction index (Ls1) by regions of the Republic of Kazakhstan
for the period of 2015-2019

Regions 2015 2017 2018 2019
Akmola 7.16 7.20 7.18 7.24
Aktobe 8.42 8.60 7.81 7.29
Almaty 8.14 7.66 8.07 7.96
Atyrau 8.96 8.66 8.69 8.54
EKR 7.43 7.05 7.43 7.61
Almaty city 7.44 6.77 7.39 7.10
Nur-Sultan city 7.86 7.62 7.71 7.55
Zhambyl 8.47 7.95 7.97 8.15
WKR 7.98 8.22 7.71 7.94
Karaganda 7.02 6.99 7.23 7.30
Kostanay 6.71 6.70 6.47 6.78
Kyzylorda 8.73 8.59 8.30 8.48
Mangistau 8.41 7.84 8.50 8.19
Pavlodar 8.01 7.74 7.87 7.93
SKR 7.85 7.72 7.06 7.04
SKR 7.85 7.79 7.29 7.88
Mean Ls1 7.90 7.69 7.67 7.69

Source: Calculated by the authors based on primary data collected with the poll «Quality of life of the
population» (Agency for Strategic Planning and Reforms of the Republic of Kazakhstan, 2020)
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Table 6:

Correlation coefficients reflecting the relationship between
macroeconomic indicators and the quality of life index

in the Republic of Kazakhstan for the period of 2015-2019

Source: Calculated by the authors based on quantitative indicators and primary
data of the survey «Quality of Life of the Population» conducted by the Bureau of
National Statistics of the Agency for Strategic Planning and Reforms of the Republic
of Kazakhstan (2020)

respondents to 16 regions for the period under review) of the QLI and qualitative indicators. There-
fore, the average assessment of quality indicators by region in dynamics by year and region cor-
responds to Ls1 and Ls2. We would also like to note a positive relationship between the quantita-
tive indicator g_hc1 and such qualitative indicators as hc1, inc1, inc2, Ic2, Ic3, hc5, Ls1, and Ls2.
In addition to the positive correlation of g_hc1 (r =0.64), itis necessary to note the inverse corre-
lation of two quantitative «gainful» indicators: q_ inc2 (r} =-0.52) and g_inc4 (r_=-0.61). QLI does
not correlate with other quantitative indicators, or does insignificantly. In this regard we have per-
formed a regression analysis for the linear dependence of Ls1 and Ls2 on significant quantitative
indicators g_inc2 and g_inc4.

3. Regression allows us to project a dependent variable based on the factor values. Micro-
soft Excel offers many functions that return not only the slope and shift of the regression line,
which characterizes the linear relationship between factors, but also regression statistics. We
used a simple linear regression, i.e., projection based on a single metric. To do this, we shall
construct a regression line equation using the least squares method and assuming a linear
correlation:

y=a+bx, (4)

where:
the constants a and b are the parameters of the equation;
ais a free regression term interpreted as the initial value of ywhen x = 0;
b is a regression coefficient that shows how much y changes on average when x increases by
one unit;
xis an explanatory, independent variable, i.e., q_hc1, g_inc2, and g_inc4 (factor attribute);
yis an explicable, dependent variable, i.e., Ls1 (resulting attribute).
As a result of data approximation using the Regression analysis tool (Data Analysis in
MS Excel), we have obtained regression analysis logs (Tables 7, 8, 9, and Figures 3, 4, 5) and
the following linear regression equations:

Ls1=7.07 + 0.48 x q_hcl . (5)

Graphical analysis shows that the empirical values are fairly close to the regression line. This in-
dicates an average close relationship between natural growth and life satisfaction. According to
the equation, an increase in the number of natural growth in Kazakhstan by 1% per year leads to
an average increase in the QLI of 0.48 points. Should the rate of natural growth equal zero, QLI will
be 7.07 points.

As a result, we have obtained the following linear regression equation:

Ls1=9.9—8.57 x q_inc2 . (6)
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Table 7:
q_hc1 and Ls1 regression analysis log

Source: Calculated by the authors using Microsoft Excel

Figure 3:
Diagram of the quality of life index’s regression dependence on the results
of natural growth of the population in the Republic of Kazakhstan
Source: Compiled by the authors

Table 8:
g_inc2 and Ls1 regression analysis log

Source: Calculated by the authors using Microsoft Excel
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Figure 4:
Diagram of the quality of life index’s regression dependence on the results
of the Gini coefficient for 10% (decile) groups in the Republic of Kazakhstan
Source: Compiled by the authors

Table 9:
g_inc4 and Ls1 regression analysis log

Source: Calculated by the authors using Microsoft Excel

Figure 5:
Diagram of the quality of life index’s regression dependence on the results
of the number of pension recipients in the Republic of Kazakhstan
Source: Compiled by the authors
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The obtained result shows the average tightness of the inverse relationship between the Gini
coefficient and the quality of life index. Based on the regression coefficient before the variable
xwe conclude the following: Should the indicator of income inequality increase by 0.1 units, we
can expect a decrease in life satisfaction by 0.857 points. If the Gini coefficient is zero, then the
quality of life index will be 9.9 points out of ten.

The results of data processing indicate the presence of an average tightness of the inverse re-
lationship between the QLI and the number of pension recipients in the Republic of Kazakhstan.
The regression equation is as follows:

Ls1 =9.05— 0.11 x q_inc4 . (7)

Consequently, an increase in the number of pension recipients in Kazakhstan by 1% leads to a
decrease in the QLI of 0.11 points, which is further confirmed by the results of the data in Table 4.

6. Discussion

Application of an economic and mathematical model has resulted in a formulation of main con-
clusions in the context of this scientific study.

1. We have established a direct relationship between natural growth and the results of the
life satisfaction as a whole (Figure 6). During the study period, Kazakhstan would show a signi-
ficant natural increase in the population of 269,182 people by the end of 2019. The main factors
affecting population growth in 2019 include the birth rate (402,310 people), an increase in life ex-
pectancy (73.18 years) and balance of external migration (-32,970 people). However, it is worth
noting that the birth rate in rural areas has a negative trend in contrast to the city, where, despite
the large majority of large children tracked, the natural growth has decreased by 7,900 people
over the past 5 years. We believe that this has something to do with internal migration, the lack
of appropriate living conditions and infrastructure, internet access for educational purposes, low
awareness and inaccessibility of high-quality medical care in rural areas.

A necessary condition for achieving a sustainable natural population growth is the simulta-
neous achievement by the government of such social development goals as: increasing life ex-
pectancy and ensuring sustainable growth of real incomes and policies to encourage childbirth,
which will provide a total positive attitude to the creation and preservation of families, the child-
birth (Niazbekova et al., 2020). Today, in Kazakhstan, the amount of a one-time allowance for the
childbirth is from 226 to 374 euros (four children or more), depending on a priority. The monthly
child care allowance is from 34 to 53 euros, which is received by all unemployed mothers before
they go on maternity leave. Employed women are entitled to two types of payments: child care al-
lowance up to one year of 40% of the mother’s average monthly income for the last two years and
maternity benefit, the amount of which depends on the woman’s average monthly income for the
last 12 months. For comparison, the Scandinavian countries, as the leaders of the world rankings
in terms of living standards, to increase natural growth, take measures to provide significant finan-
cial support to mothers. For example, in Norway, after the birth of a child, a woman receives 100%
of her salary for 42 weeks or 80% for a year, with a guarantee of keeping a place for the child in
kindergarten. In addition, there is a monthly allowance for the care of a child up to one year in the
amount of 761 euros and a child allowance up to 18 years, the amount of which is 107 euros per
month to help parents cover the costs associated with raising children.

Figure 6:
Dynamics of changes in the dependence of a life satisfaction level and
natural growth of the population
Source: Compiled by the authors
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2. We have confirmed the inverse relationship between the number of pension recipients and
QLI (Figure 7). Kazakhstan is just beginning to enter the category of countries where the elderly
population predominates, and the resulting issues in the future should lead to the development
of those industries directly related to the service of old age. The main barriers to the develop-
ment of active longevity in Kazakhstan are concentrated in the health status of the population
of pre-retirement and retirement ages, and in the low incomes of older people. Today, the mini-
mum and average monthly size of assigned pensions in the Republic of Kazakhstan is 86 and
203 euros per month, respectively. Despite the annual increase in these payments, compared to
European countries, they remain significantly low. For example, the minimum pension in Norway
in 2020 was 9,873 euros per year. At the same time, if the pensioner has a dependent spouse
of non-retirement age, they receive an additional allowance of 50% of the minimum pension. In
Denmark and Switzerland, the amount of pension payments is at least 1,607 and 1,078 euros
per month, respectively, according to the results of 2019.

One of the main directions of forming the necessary infrastructure for older people is the deve-
lopment of the health and social services system. The active longevity policy needs to be aimed at
improving the living standards by ensuring self-reliance and independence in older ages, increa-
sing the duration of healthy life, and expanding opportunities in retirement age to participate in
various areas of society, and in the socio-economic development of the country.

3. We have revealed an inverse correlation between the life satisfaction level and the Gini
coefficient, which characterizes the degree of social stratification and income inequality
(Figure 8). The deepening of social stratification is manifested in a significant, unjustified dif-
ference in remuneration of workers of the same qualification employed in different branches
of production, in significant differences in the level of monetary income of citizens and rural
residents, between residents of different regions, large and small cities. This leads to a sharp
social stratification in both regional and sectoral sections.

The income attribute is a cornerstone factor that empowers people and opens up access to
such aspects of living standards as quality and affordable education and healthcare, decent hou-
sing conditions and appropriate employment, and much more. During the period under review,

Figure 7:
Dynamics of changes in the dependence of a life satisfaction level and
the number of pension recipients
Source: Compiled by the authors

Figure 8:
Dynamics of changes in the dependence of a life satisfaction level and
the Gini coefficient for 10% (decile) groups
Source: Compiled by the authors
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the minimum wage in Kazakhstan increased by 12 euros up to 99 euros in 2019. However, de-
spite the increase in average monthly salary in the national currency by 60,794 tenge over the
past five years (186,815 tenge in 2019), it also decreased from 513 euros in 2015 to 436 euros in
2019. Despite the positive trends in wage growth, the purchasing power of the national curren-
cy is declining against the background of inflation and negative exchange rate differences. We
feel important to note that these changes are not sufficient to reduce the significant gap from
developed countries of Europe, where the average monthly salary is EUR 5,462 (Luxembourg),
EUR 6,068 (Denmark), EUR 7,094 (Norway), EUR 4,338 (Sweden), and EUR 8,148 (Switzerland).
For example, Norway does not impose actual requirements for the minimum wage and has no le-
galized concept of the subsistence minimum, which is determined by calculating the so-called
commodity bundle, as is done in most countries of the European Union. Instead of setting mini-
mum wage levels approved by law, Norway’s trade unions, which strive to ensure fair wages for
their workers and maintain high living standards for their citizens, and agree on worker payments
by industry. However, in Norway, there are many costs to be covered by employee benefits, in-
cluding the above-mentioned minimum wage. For example, there are taxes that, like salaries, are
relatively high compared to other countries: income tax in Kazakhstan is 10%; 38.2% in Norway;
57.19% in Sweden; 55.89% in Denmark; the average across Europe is 31.87% (Eurostat, 2019;
Ministry of Finance of the Republic of Kazakhstan, 2019).

Social inequality in such Scandinavian countries as Norway and Denmark is one of the lowest
in the world. In 2018, Denmark has topped the ranking that evaluates the country’s institutional
changes aimed at reducing inequality (the Commitment to Reducing Inequality Index). Continuing
income differentiation in Kazakhstan is associated with significant inter-sectoral wage inequali-
ty and the concentration of income from business activities and property in the hands of a small
group of large national companies and oil and gas sector companies (Table 10).

Having analyzed sectoral differences in wages in relation to economic activities in Kazakh-
stan, we noted a significant difference in the amount of remuneration per employee between
such sectors as mining (EUR 975), financial and insurance activities (EUR 488), education
(EUR 285), and health and social services (EUR 324) at the end of 2019. Hence, incomes of
small groups engaged in fuel and energy complex (in particular, in 2019, mining and quar-
rying employed 197 thousand people, and financial sector employed 77.7 thousand people)

Table 10:
Cross-country and cross-industry comparison of the average monthly salary per employee
by type of economic activity for 2019 and 2020, EUR

Sectors 2019 | 2020
Norway Sweden Denmark Kazakhstan

Agriculture, forestry and fisheries 3942 2729 5575 299 305
Mining and quarrying 7573 3881 8240 975 959
Manufacturing industry 4914 3541 6001 488 496
Electricity, gas, steam and air conditioning 6345 4089 7681 384 382
Water supply; sewerage, waste collection and distribution control 4444 3286 5610 299 282
Construction 4524 3362 5334 601 507
Wholesale and retail trade; repair of motor vehicles and motorcycles 4306 3249 5275 412 400
Transport and warehousing 4743 3041 5447 555 534
Accommodation and catering services 3300 2474 3867 367 373
Information and communication 6247 4354 7053 581 590
Financial and insurance activities 7011 4967 8190 1131 815
Real estate transactions 5700 3541 5743 387 379
Professional, scientific and technical activities 5935 4070 6976 780 673
Administrative and support services 4104 2852 4761 520 399
Public administration and defense; compulsory social security 5147 3570 5979 380 382
Education 4702 3135 5865 285 314
Health and social services 4443 3069 5031 324 389
Arts, entertainment and recreation 4183 2899 5039 357 330
Other types of services 4424 3060 5916 494 476

Note: Average national currency exchange rates against Euro for 2019 are as follows:

1 Euro = 9.8511 Norwegian krone; 1 Euro = 10.5891 Swedish krona; 1 Euro = 7.4661 Danish kroner;

1 Euro = 428.51 tenge (in 2019); 1 Euro = 467.81 tenge (in 2020) (European Central Bank, 2019; National Bank
of the Republic of Kazakhstan, 2020).

Source: Compiled by the authors based on data from the Bureau of National Statistics of the Agency for
Strategic Planning and Reforms of the Republic of Kazakhstan (2019, 2020), Statistics Norway (2019), Statistics
Denmark (2019) and Sweden (2019)
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substantially exceed incomes of the general population engaged in other social spheres, in
which employment number, on average, is twice bigger (for 2019: 469.3 thousand people in
education, 384.2 thousand people in healthcare). Cross-country income differentiation also
shows a huge difference of 10 times less on average in Kazakhstan compared to Scandina-
via. Current difference in wages in different economy sectors affects changes in the structure
of employment, where the labor force, depending on the degree of its mobility, flows to those
economy sectors in which wages are significantly higher. This, in turn, leads to a distribution of
income that creates inequality in employment income and provokes an outflow of qualified per-
sonnel to high-income economy sectors, changing the potential of economic sectors in favor
of capital-intensive extractive export-oriented industries or outside the country. A population
operating in other industries with relatively low incomes and purchasing power, which leads to
an inability to meet fundamental needs such as housing, education, and quality medicine, in-
dicates an inferior reproduction of human potential, demonstrating a model of survival rather
than development. In conditions like this, the country loses its competitive advantages, name-
ly, human capital. (Berveno, 2014; Aliyev, 2014). In this regard, we fully endorse the statements
of Polterovich, Popov and Tonis (2007), who, as one of the reasons for significant differentia-
tion of population incomes, name market failure, which requires government inefficiency and
stems from low quality of institutions (corruption, lobbying, shadow economy). The weak insti-
tutional environment limits the ability of the state to effectively redistribute revenues from the
oil and gas sector and to implement a balanced macroeconomic policy of improving the living
standards and reducing social inequality (Rakhmetova et al., 2019; Kalkabayeva et al., 2020;
Skorobogatova et al., 2020).

Thus, the results we have obtained prove that depending on the quality of institutions and pub-
lic administration performance, including effective use of mineral wealth to diversify the econo-
my (the experience of Norway, Canada, UAE, and other countries) a more accurate identification
of existing issues and determination of future prospects in improving the quality of life as the ba-
sis for human capital reproduction and future viability of the economy and the state as a whole are
possible.

7. Conclusion

In conclusion, we feel important to note that the increase of inequality in income distribution,
their lower level in the general population and concentration of resources in the hands of a rela-
tively small group of people employed in the primary sector, lower aggregate consumer demand,
make it one-sided, which does not contribute to the development of the real sector of the econo-
my and the living standard improvement. We believe that the current trend is mainly caused by the
weakness of an institutional environment, primarily in terms of interaction of political, economic
and social institutions.

In this regard, we would like to specify the following promising directions of addressing the
existing issues using the tools of state management of the quality of life:

- Through an effective redistribution system based on annual allocations from oil revenues at birth
in favor of a citizen on grounds of nationality, to create a socially-oriented infrastructure based
on the best practices of United Arab Emirates, where upon marriage, a young family receives
housing, land and a government grant at birth in the amount of 50 to 200 thousand US dollars.
And to ensure the future of the newborn, a deposit account is opened, which can accumulate
about 100 thousand US dollars by the 18th birthday. In addition, children are provided with free
higher education (scholarship) and medical care (treatment in clinics abroad);

+ For regions with the largest wage gap by industry, to improve working conditions and increase
wages, the state needs to develop activities of public institutions in the form of professional
associations (trade unions) based on the experience of the Scandinavian countries, which are
characterized by a developed social protection system. This included effective cooperation
between the employer, the trade union (which consists of more than 50% of workers), and the
government, high unemployment benefits and pension payments, social packages ensuring
an acceptable level of quality of life;

+ Using a set of fiscal policy methods (progressive income taxation, shifting taxation from labor
income to capital income, etc.), to develop a public financing mechanism to provide citizens
with free education and better medical care, acquisition of progressive labor skills and im-
provement of living conditions.
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The growing socio-economic stratification is becoming the most acute issue of our time. This
trend needs to be considered first and foremost, and remain the center of attention when develo-
ping social policy in Kazakhstan. In this regard, as the main agenda, remains the issue of stren-
gthening social security and social stability in Kazakhstan. This requires improvement of the pub-
lic administration system, which should focus on increasing information transparency, accounta-
bility and control of public authorities to minimize corruption, to expand the scale of their interac-
tion with the population as the end-user of public services.
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